
RTE-1 SFAS - 106 Fit ing
Fit ing Entity: AMERITECH (AMTR) Price Cap Tariff Review Plan
Page 7 of 11 Special Access Basket

BASE PERIOD
BASE RATES AT DEMAND X BASE PERIOD BASE PERIOD

PERIOD LAST PCI CURRENT PROPOSED RATES AT LAST DEMAND X DEMAND X INDEX
DEMAND UPDATE RATES RATES PCI UPDATE CURRENT RATES PROPOSED RATES RESULTS

Audio &Video Service Category ----------------- ------_ ........ ---- -------_ .... _--- --_ .......... ------- ------ .. - ... - ... --- ..... _--_ ...... _---- ------------_ ... -_ ... _-----
---------------------------------- (A) (B) (C) (D) (E) (F) (G) (H)
AUDIO:

1500 Channel Term 39,514 N/A N/A N/A 1,726,680 1,726,680 1,726,680 N/A
1510 Inter-Office Mileage 106,699 N/A N/A N/A 328,369 328,369 328,369 N/A
1520 Other N/A N/A N/A N/A 1,529,209 1,529,209 1,529,209 N/A

VIDEO:

1530 Channel Term 788 N/A N/A N/A 448,159 448,159 448,159 N/A
1540 Inter-Office Mileage 2,167 N/A N/A N/A 370,102 370,102 370,102 N/A
1550 Other N/A N/A N/A N/A 192,512 192,512 192,512 N/A

1560 Total Service Category N/A N/A N/A N/A 4,595,031 4,595,031 4,595,031 N/A

1570 SBI N/A N/A N/A N/A N/A N/A N/A 102.3132
1580 Upper SBI Limit N/A N/A N/A N/A N/A N/A N/A 105.2625
1590 Lower SBI Limit N/A N/A N/A N/A N/A N/A N/A 95.2375



RTE-1 SFAS - 106 Fil ing
Fit ing Entity: AMERITECH (AMTR) Price Cap Tariff Review Plan
Page 8 of 11 Special Access Basket

BASE PERIOD
BASE RATES AT DEMAND X BASE PERIOD BASE PERIOD

PERIOD LAST PCI CURRENT PROPOSED RATES AT LAST DEMAND X DEMAND X INDEX
DEMAND UPDATE RATES RATES PCI UPDATE CURRENT RATES PROPOSED RATES RESULTS

High Cap &DDS Service Category ........ _---------- ------------- .. -.- .. _......... _--- ... -------------- -------------- -------------- ----- ......... _---- ---------
---------------------------------- (A) (B) (C) (D) (E) (F) (G) (H)
DS1 SUB-CAT:

1700 Chan Term 285,106 200.49752373 199.96735249 199.96735249 57,163,047 57,011,892 57,011,892 N/A

Inter-Office Mileage:
1710 DS1 - MB1 1,833,239 20.60152168 20.51466066 20.51466066 37,767,513 37,608,276 37,608,276 N/A
1720 DS1 - MB2 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1730 DS1 - MB3 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1740 DS1 - MB4 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1750 DS1 - MB5 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1760 DS1 - MB6 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1770 DS1 - MB7 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1780 DS1 - MB8 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1790 DS1 - M89 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1800 DS1 . M810 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A
1810 Other N/A N/A N/A N/A 58,490,799 58,375,115 58,375,115 N/A

1820 Total Sub-Category N/A N/A N/A N/A 153,421,359 152,995,283 152,995,283 N/A

1830 DS1 Subindex N/A N/A N/A N/A N/A N/A N/A 88.0240
1840 Upper Limit N/A N/A N/A N/A N/A N/A N/A 92.7496
1850 Lower Limit N/A N/A N/A N/A N/A N/A N/A 83.9163



RTE-1 SFAS - 106 Fit ingFil ing Entity: AMERITECH (AMTR) Price Cap Tariff Review PlanPage 9 of 11 Special Access Basket

BASE PERIOD
BASE RATES AT DEMAND X BASE PERIOD BASE PERIODPERIOD LAST PCI CURRENT PROPOSED RATES AT LAST DEMAND X DEMAND X INDEXHigh Cap &DDS Service Category DEMAND UPDATE RATES RATES PCI UPDATE CURRENT RATES PROPOSED RATES RESULTS(Continued) ----------------- -------------- -------------- ---- .......... _----- .......... _------- ..... -------------- ---- .......... ------ ------------------------------------------- (A) (B) (C) (D) (E) (F) (G) (H)DS3 SUB-CAT:

1900 Channel Term 9,935 1369.29391042 1366.46703573 1366.46703573 13,603,935 13,575,850 13,575,850 N/AInter-Office Mileage:
1910 DS3 - MB1 27,744 124.08942474 123.95782872 123.95782872 3,442,737 3,439,086 3,439,086 N/A1920 DS3 - MB2 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1930 DS3 - MB3 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1940 DS3 - MB4 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1950 DS3 - MB5 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1960 DS3 - MB6 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1970 DS3 - MB7 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1980 DS3 - MB8 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A1990 DS3 - MB9 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A2000 DS3 - MB10 0 0.00000000 0.00000000 0.00000000 0 0 0 N/A2010 Other N/A N/A N/A N/A 6,415,394 6,407,740 6,407,740 N/A
2020 Total Sub-Category N/A N/A N/A N/A 23,462,066 23,422,676 23,422,676 N/A
2030 DS3 Subindex N/A N/A N/A N/A N/A N/A N/A 89.88272040 Upper Limit N/A N/A N/A N/A N/A N/A N/A 94.29572050 Lower Li mi t N/A N/A N/A N/A N/A N/A N/A 85.3151

DDS:

2060 Channel Term 157,751 N/A N/A N/A 25,697,881 25,695,121 25,695,121 N/A2070 Inter-Office Mileage 1,844,665 N/A N/A N/A 4,865,571 4,865,437 4,865,437 N/A2080 Other N/A N/A N/A N/A 4,591,031 4,564,418 4,564,418 N/A
2090 OTHER HIGH-CAP &DDS N/A N/A N/A N/A 92,113 92,113 92,113 N/A
2100 Total Service Category N/A N/A N/A N/A 212,130,021 211,635,048 211,635,048 N/A
2110 SBI N/A N/A N/A N/A N/A N/A N/A 89.70382120 Upper SBI Limit N/A N/A N/A N/A N/A N/A N/A 94.11552130 Lower SBI Limit N/A N/A N/A N/A N/A N/A N/A 85.1521
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BASE PERIOD
BASE RATES AT DEMAND X BASE PERIOD BASE PERIOD

PERIOD LAST PCI CURRENT PROPOSED RATES AT LAST DEMAND X DEMAND X INDEX
DEMAND UPDATE RATES RATES PCI UPDATE CURRENT RATES PROPOSED RATES RESULTS

Wideband Service Category ----------------- --- ............... _.... _-- -.......... -----_ ..... - ... ------------- -----_ ........... _-- --_ ...... --------- --------- ... ---- ---------
---------------------------------- (A) (B) (C) (D) (E) (F) (G) (H)
DATA:

2300 Channel Term 0 N/A N/A N/A 0 0 0 N/A
2310 Inter-Office Mileage 0 N/A N/A N/A 0 0 0 N/A
2320 Other N/A N/A N/A N/A 0 0 0 N/A

ANALOG:

2330 Channel Term 0 N/A N/A N/A 0 0 0 N/A
2340 Inter-Office Mileage 0 N/A N/A N/A 0 0 0 N/A
2350 Other N/A N/A N/A N/A 0 0 0 N/A

2360 Other Wideband N/A N/A N/A N/A 0 0 0 N/A

2370 Total Service Category N/A N/A N/A N/A 0 0 0 N/A

2380 SBI N/A N/A N/A N/A N/A N/A N/A 0.0000
2390 Upper SBI Limit N/A N/A N/A N/A N/A N/A N/A 0.0000
2400 Lower SBI Limit N/A N/A N/A N/A N/A N/A N/A 0.0000

2410 Total Basket N/A N/A N/A N/A 322,579,352 322,084,379 322,084,379 N/A

2420 Total API N/A N/A N/A N/A N/A N/A N/A 96.3069
2430 Total PCI N/A N/A N/A N/A N/A N/A N/A 97.7600



RTE-1
Fil ing Entity:
Page 11 of 11

AMERITECH (AMTR)
SFAS - '06 Filing

Price Cap Tariff Review Plan
Interexchange Basket

BASE PERIOD
BASE RATES AT DEMAND X BASE PERIOD BASE PERIOD

PERIOD LAST PCI CURRENT PROPOSED RATES AT LAST DEMAND X DEMAND X INDEX
DEMAND UPDATE RATES RATES PCI UPDATE CURRENT RATES PROPOSED RATES RESULTS

----------------- ----------- ... -- ------- ... ------ -----._------- ------_ ... _-_ ....... ._------------ --_ .. _--------- .. --------
Interexchange (A) (B) (C) (D) (E) (F) (G) (H)
... ------------- ... -------- .. ----------

2500 Total Basket N/A N/A N/A N/A 66,637,015 66,637,015 66,637,015 N/A

2510 Total API N/A N/A N/A N/A N/A N/A N/A 82.5'40
2520 Total PCI N/A N/A N/A N/A N/A N/A N/A 87.0770



AMERITECH (AMTR)
CCl-1
Fi I ing Entity:
Page 1 of 1

CALCULATION OF CARRIER COMMON liNE RATE CAP

Step 1:
100 Terminating CCl Premium MOU
110 Terminating CCl Non-Premium MOU
120 Chargeable Terminating CCl MOU
130 Originating CCl Premium MOU
140 Originating CCl Non-Premium MOU
150 Chargeable Originating CCl MOU
160 Terminating CCl Prem Capped Rates at last PCI Update
170 Originating CCl Premium Capped Rates at last PCI Update
180 Multiline Business EUCl lines
190 Res &Single line Business EUCl lines
200 lifeline lines
210 Special Access Surcharge lines
220 Multiline Business EUCl Rates at last PCI Update
230 Res &Single line Business EUCl Rates at last PCI Update
240 lifeline Rates at last PCI Update
250 Special Access Surcharge Rates at last PCI Update
260 Cl Revenue at capped (t-1) rates

Step 2:
270 Cl Revenue at capped (t-1) rates
280 CCl MOU for Base Year
290 Cl Rev/MOU (t-1)

Step 3:
300 Cl PCI (t)
310 Cl PCI (t-1)
320 1 + %Change Cl PCI
330 Cl Rev/MOU (t)

Step 4:
340 Base Demand * Proposed SlCs
350 CCl MOU for Base Year
360 1+g/2
370 SlC Rev/MOU (t)
380 CCl Rev/MOU (t)

Step 5:
390 CCl MOU for Base Year
400 CCl Rev at CCl Rev/MOU (t)
410 Chargeable Originating MOU
420 Originating CCl Rev (Rate = SO.01)
430 Residual CCl Revenue
440 Chargeable Terminating MOU
450 Hypothetical Premium Terminating Rate Cap #1 (Prem Orig =SO.01)
460 Total Chargeable MOU

DATA

(A)

19,894,006,218
84,463,691

19,932,014,879
14,930,906,839

33,529,015
14,945,994,896

0.008573
0.008573

48,474,672
139,087,616

1,425,932
48, 186

3.830898
3.441064
3.500000

25.000000
969,515,535

969,515,535
34,942,905,763

0.027746

91.7761
91.1088

1.007324
0.027949

670,506,341
34,942,905,763

1.000000
0.019189
0.008760

34,942,905,763
299,009,194

14,945,994,896
149,459,949
149,549,245

19,932,014,879
0.007503

34,878,009,775



470
480

Hypothetical Premium Terminating Rate Cap #2 (if #1 < SO.01)
Premium Terminating Rate Cap

0.008573
0.008573

NOTES: (1) Display indexes on rows 300 and 310 as percents to four decimal places
(e.g., display 100% as 100.0000).

(2) Display factors in rows 320 and 360 to six decimal places
(e.g., display 1 as 1.000000).

(3) Display revenues, lines, and minutes as whole numbers.



Development of Incremental SFAS 106 Costs

1. Total Company SFAS 106 Net Periodic Costs

2. Total Company SFAS 106 Capital Component

3. Total Company SFAS 106 Direct Expense
(Ln 1- Ln 2)

4. Total Company SFAS 106 Average Capital Component
(Ln 2/2)

5. Total Company SFAS 106 Depreciation Expense
(Ln 4 • 1991 Composite Depreciation Rate)

6. Total Company Pay-As-You-Go
a. Retiree Portion
b. VEBA Contributions

7. Total Company Pay-As-You-Go Capital Component

8. Total Company Pay-As-You-Go Direct Expense
(Ln 6 - Ln 7)

9. Total Company Pay-As-You-Go Average Capital Component
(Ln 7/2)

10. Total Company Pay-As-You-Go Depreciation Expense
(Ln 9 • 1991 Composite Depreciation Rate)

Total Company Incremental SFAS 106 Costs:
11. Direct Expense (Expense Less Depreciation)

(Ln 3 - Ln 8)
12. Capital Component

(Ln2-Ln7)
13. Depreciation Expense

(Ln 5 - Ln 10)

168,243
79,105

Exhibit 2

1993
Amount
($000)

384,089

35,202

348,887

17.601

1,257

247.348

6,949

240,399

3,475

248

108,488

28,253

1.009



SUbject to $ep&rations and Interstate Amounts for SFAS 106 Costs

Total Company Incremental SFAS 106 Costs:

1. Direct Expense
(From Exhibit 2 Ln 11)

2. Capital Component
(From Exhibit 2 Ln 12)

3. Depreciation Expense
(From Exhibit 2 Ln 13)

Incremental SFAS 106 Costs Subject to separations:

4. Direct Expense
(Ln 1 • ARMIS 43-01 Regulated Ratios for Rows 1190-1180)

5. Capital Component
(Ln 2 • ARMIS 43-01 Regulated Ratios for Row 1690)

6. Depreciation Expense"
(Ln 3 • ARMIS 43-01 Regulated Ratios for Row 1180)

Interstate Incremental SFAS 106 Costs:

7. Direct Expense
(Ln 4 • ARMIS 43-01 Interstate Ratios for Rows 1190-1180)

8. Capital Component
(Ln 5 • ARMIS 43-01 Interstate Ratios for Row 1690)

9. Depreciation Expense
(Ln 6 • ARMIS 43-01 Interstate Ratios for Row 1180)

Exhibit 3

1993
Amount
($000)

108,488

28,253

1,009

103,502

28,021

1,002

22,095

6,665

243



Exhibit 4

1993 Revenue Requirement Development For Incremental SFAS l06lmpaets(SOOO)

Common

Interstate Une

(A) (B)

Traffic Special

Sensitive ~
(C) (0)

Total

PrIce cap
IX Interstate

(E) (F). B+C+O+E

1. SFAS 106 Incremental Direct Exp. • 22,095 8,701 8,652 3,071 236
(Interstate From exhibit 3 Ln 7, Price Cap Baskets based on

ARMIS 43-01 ratios for rows 1190-1180)

20,660

2.

3.

4.

5.

6.

7.

SFAS 106 Incremental Capital Component 6,665 2.938 2.793 931 3 6,665
(Interstate From exhibit 3 Ln 8. PrIce Cap Baskets based on

ARMIS 43-01 ratios for row 1690)

Average Incremental Total Plant In Service 3,333 1,468 1,397 466 2 3,333
(Ln 2/2)

SFAS 106 Incremental Depreciation Expense 243 88 118 37 0 243
(Interstate From exhibit 3 Ln 9. PrIce Cap Baskets baled on

ARMIS 43-01 ratios for row 1180)

Average Accumulated Depreciation Reserve 122 44 59 19 0 122

(Ln '" 2)

State Deferred Tax Reserve • (872) (343) (342) (121) (9) (815)
-1 • (Ln 1 + Ln .) • Stare Tax rate

Federal Deferred Tax Reserve • (7,298) (2,872) (2,866) (1,016) (77) (6,831)
-1 • (Ln 1 + Ln. + In 6) • .~

(47)

195

(746)

(384)

(3,824)

(6,629)

13,664

19.921

16.893

2

o(7)

29

(57) (4)

(569) (43)

(985) (75)

(111) (8)

2,001 120

82

(20)

(313)

(161)

5,723

8.358 2.962 226

7.088· 2.612·.192

(20)

(314)

(162)

5,820

8,375

7.101

(48)

(797)

(411)

(4.085) (1 ,608) (1,604)

(7,084) (2,788) (2,781)

14,380

21,288

18.052

•

•

•

•

8. Average Deferred Tax Reserve •
(ln6+ln7)12

9. Average Unfunded Uability
(Ln 1 + Ln 2)/2

10. Average Ner Rate Bale
(Ln3-Ln5-Ln8-Ln9)

11. Ner Return
(In 10 • .11Z)

12. Federal .....T..

(In 11 • (.~-.34))

13. Slat.1ncOIMT_ •
(In 11 + Ln 12) • (SIT AaW(1-srr RIle»

14. Gross Receipt Tax. • 206 82
(Ln 1 + Ln " + Ln 11 + Ln 12 + Ln 13) • (GRT RlleI(l-GRT Rate»

15. Revenue Requirement •
(Ln 1 + Ln. + Ln 11 + Ln 12+ Ln 13+ Ln ,.)

16. Adjusted Revenue ReqUirement. I

(Ln 15 • .8"8)

• The IUm of the price cap balkete will not equal the interltat. amount (A) due to an MlOUnt .Iocated to billing and collection on Ln 1.
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Subpart A

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM lO-K

(X) ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934 (Fee Required)

For the fiscal year encleJ December 31, 1991

or

) TRANSITION REPORT PURSUANT TO SECTION 13 OR IS(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

Commission file number 1-8612

AMERITECH CORPORATION

A Delaware Corporntion I.R.S. Employer No. 36-3251481

30 South Wacker Drive. Chicago. Illinois 60606
Telephone Number 312-750-5000

Securities registered pursuant to Section 12(b) of the Act: Common SlOCk (Par Value $1.00 Per Share)
Preference Stock Purchase Rights

Securities regislered pursuant to Section 12(g) of the Act: None.

EXchanges on which registered: Common Stock: New York. Midwest, Boston. Pacific and Philadelphia
Preference Stock Purcha..e Right~: New York

Ba~d on the average sales price on February 28. 1992, the aggregate market value of the voting stock held by non­
affIliates was $16.019.022.123.

At February 28, 1992, 267.250,953 common shares and preference stock purchao;e rights were outstanding.

Indicate by check mark whether the registrant (1) has fIled all repon.'l required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant
wa~ required to me such reports). and (2) bali been subject to such filing requirement'i for the past 90 days.

Yes X. No

Indicate by cbeck mark if disclo.o;ure of delinquent filers pursuant to Item 40S of Regulation S-K i.Ii not contained
herein, and wiD DOt be contained, to the best of registrant's knowledge, in a definitive proxy statement or
information statements incorporated by reference in Part III of this Form lOoK or any amendment to this Form lQ-K
[ ].

DOCUMENTS INCORPORATED BY REFERENCE

(1) Portions of the registrant's annual report to security holders for the year ended December 31. 1991
(Part II).

(2) Portions of the registtant's defmitive proxy statement dated February 28, 1992 issued in conneCUon
with the annual meeting of shateowners (Pan III).



Item 14.

PART IV

Exhibits, Financial Statement Schedules, and Reports on Form 8-K.

(a) Documents filed as a part of the report:

(l) Financial Statements:

Repon of Management
Management's Discussion and Analysis of Financial

Condition and Results of Operations
Repon of Audit Conunittee Chainnan
Repon of Independent Public Accountants
Consolidated Statements of Income
Consolidated Balance Sheets
Consolidated Statements of Shareowners' Equity
Con."olidated Statements of Cash Flows
Notes to Consolidated Financial Statements
Selected Financial and Operating Data

(2) Financial Statement Schedules:
Repon of Independent Public Accountants
Repon of Other Independent Accountants

V - Propeny, Plant and Equipment
VI - Accumulated Depreciation

VIII - Allowance for Uncollectibles

*

*
*
*
*
*
*
*
*
*

19
20
21
23
23

Schedules other than those listed above have been omitted because the required information is contained in the
financial statements and notes thereto, or because such schedules are not required or applicable. Separate financial
statements of subsidiaries not consolidated and 50 percent or less owned persons are omitted since no such entity
constitutes a "significant subsidiary" pursuant to the provisions of Regulation SoX, Article 3-09.

(3) Exhibits:

Exhibits identified in parentheses below, on file with the SEC, are incorporated herein by reference as
exhibits hereto.

Exbjhjt Numher

3a

3b

4b

Certificate of Incorporation of the Registrant as amended on April 26. 1991

By-Laws of the Registrant, as amended on January 21, 1987 (Exhibit 3b to
Form lOoK for 1986, File No. 1·8612).

No instrument which defines the rights of holders of long and intermediate term
debt of the Registrant and all of its consolidated subsidiaries is filed herewith
pursuant to Regulation S-K, Item 601(b)(4Xiii)(A). Pursuant to this regulation.
the Registrant hereby agrees to furnish a copy of any such instrument to the SEC
upon request.

* Incorporated herein by reference to the appropriate portions of the registrant's annual repon to security
holders for the year ended December 31. 1991.

14



Subpart B

Beyond tomorrow...

Building the future through communication



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Pensions .lOci Other Emplm ee Benefit PLIns

The assets of the plans consist principally of debt and equity
securities, fixed income instruments and real estate. The
assumed long-term rate of return on plan assets used in
detennining pension cost was 7.25 percent for 1991 and 1990
and 7.5 percent for 1989. The assumed discount rate used to
detennine the projected benefit obligation as of December 31,
1991 was 6.3 percent and 6.8 percent for December 31, 1990,
while the assumed rate of increase in future compensation
levels also used in the detennination of the projected benefit
obligation was 4.5 percent in 1991 and 1990.

During 1991, the company offered most of its management
employees an early retirement program. The net cost of this
program, including tennination benefits and a settlement gain
from the pension plan, was $12.0 million.

The company maIntaInS noncontributory deimed pensIon
.lnd death beneiit plans cmenng substantially all management
.lnd nonman.lgement emplovees. The pension beneiit iormub
used In the determin.ltion oi pension cost IS based on the
.lverage compenS.ltlon e.lrned Junng the five highest
consecutIVe \'e.lrs oi the bst 10 Ve.lrs oi employment under
the m.lnJ.ge~ent pbn .lnd .l flat dollar amount per year of
serVIce under the non management plan. The compan~"'s

funding pollcy IS to contribute annu~llv an .lmount up to the
maximum .lmount that C.ln be deducted for iederallncome
t.lX purposes.

Pension expense was determmed using the proJected unlt
credit actuanal method in accordance with Statement of
Financial Accounting Standards ~o. 87, "Employers'
Accountmg for Pensions:' The decline m pension expense over
the past two years is pnmarily attributable to favorable
investment performance and the funded status of the plans.

The components of pension cost follow:
1991 1990 1989

1991 1990

In addition to providing pensIon benefIts, the comp.lf1V .lnci
Its subsldianes provide certain health care and group lite
IOsurance benefits for all eligible active and retlred emplovees .
Prior to 1988, health care benefIt costs were expensed .lS
IOcurred. [n 1988, the companv began expenSIng an
actuanall~' determined amount for postretirement health care
beneilts for active employees in .lddition to those health (are
costs Incurred dunng the vear. ContributIons are made to a
voluntary employee benefit assocIation i VEBA: trust fund.
The amounts expensed and funded for retIree health (are
benefits for active employees during 1991, 1990 and 19S9 were
5101.2,5115.5 and 551.3 mtllion, respectively.

Health care benefits pald for retired emplovees dunng 199 L
1990 and 1989, net of refunds, were 5140.9, 5124.~and
5105.1 million, respectively. Health care benefits paid for actl\'e
employees for 1991,1990 and 1989 were 5264.8, 5248.­
and 5217.3 million, respectively.

The cost of group life insurance benefits is actuanally
determined and recognized as expense over the employees'
.lctive working lives. Group life insurance benefits paId for
active and retired employees during 1991,1990 and 1989 were
55.7, 56.5, and $6.6 million, respectively.

As of December 31,1991, the company had approxlmatelv
49,900 retirees and 71,900 active employees eligible to

receive health care and group life insurance benefits.
In December 1990, the FASB adopted Statement of FinanCIal

Accounting Standards No. 106, "Employers' Accounting
for Postretirement Benefits Other Than Pensions" (Statement
No. 106). Statement No. 106 requires the cost of post­
retirement benefits granted to employees to be accrued and
recognized as expense over the period in which the employee
renders service and becomes eligible to receive benefits.

The company is required to adopt Statement No. 106 no
laterthanJanuary 1,1993. Under Statement No. 106, the
company may immediately recognize the accumulated
transition obligation or amortize the obligation over a penod
not to exceed the greater of the average remaining sernce
period of active employees or 20 years. Management's
preliminary estimate of the transition obligation on January 1,
1993 is approximately $2.5 billion before income taxes.

The company has not yet finalized its plans on when to

implement Statement No. 106 nor the manner in which the
transition obligation will be recorded. Except for the manner
in which the transition obligation is recorded, future expense
levels for postretirement benefits are not expected to be
materially different from that recorded in 1991.

financial Instruments

The company enters into foreign currency forward exchange
contracts and options to mitigate the effect of unfavorable
movements in foreign exchange rates. These instruments
hedge the company's exposure to exchange-rate risk on
certain amounts to be received in the future. Market value
gains and losses on these contracts are included in net in(ome
and offset the respective foreign exchange translation gains
or losses on the assets which are hedged by these instrumenh.

684.1
:2,175.9:

1,374.5

3,300.5

7,986.7

(2,097.6)

(1,214.3)

S 1~0.8

S 53.5

S 6,250.2

903.3
5 7,153.5

$11,287.2

$ (11.4)

644.3

24.2
!883.91

S UF.4

S '28.0)

3,841.2

8,691.2

(1,870.4)

(1,924.4)

'5 7,746.7

512,532.4

S 6,829.1

917.6

'5 46.4

653.5
'2,232.-)

1,319.,.3

S 192.9

S '67.0)

The funded status of the plans follow:

----- ~-~---
Service cost-benefits earned

dUring the period

Interest cost on projected
benefit obligation

Actual return on plan assets

Other, net

:-';onvested

Actuanal present value of accumulated
plan benefits

Vested

:-.let pension (income,' expense

Actuarial present value of projected
benefit obligation

Plan assets at fair value

Total

Plan assets In excess of proJected
benefIt obligation

Prepaid (accrued) pension cost

Unrecognized net asset resulting from
initial adoption of Statement No. 87

Other

.... \1 E R Ire 39
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ILLINOIS BELL TELEPHONE COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The following is a recorciliation between the statutory federal income tax rate of 34% and the
Company's overall etfective tax rate:

Statutory federal income tax rate .. . . . . . . .

State tncome taxes, net of federal benefit .. . .
Reduction in tax expense due to amortization of investment tax

credits .
Depreciation of taxes and payroll-related construction cost!'

capitalized for financial statement purposes. but deducted
currently for income tax purposes .

Benefit of tax rate differential applied to reversing temporary
differences

Other ....

Total .

Effective overall income tax rate

1991 1990 1989

34.0% 34.0% :34.0ct

5.5 5.8 6.0

(4.7) (4.4) (4.4)

1.3 1.4 2.0

(3.4) (2.1) (3.7)
(0.6) (0.3) 1.0-- -- --
(1.9) 0.4 0.9

32.1% 34.4% 34.9%

As a result of implementing Statement No. 96, the Company as of December 31, 1991, had a
regulatory asset of $180.1 '(reflected primarily in Other Assets and Deferred Charges) related to the
cumulative amount of income taxes on temporary differences previously flowed through to the ratepay­
ers. In addition, on that date, the Company had a regulatory liability of $240.0 (reflected primarily in
Other Deferred Credits) related to the reduction of deferred taxes resulting from the decrease in the
federal statutory income tax rate of 34 percent and deferred taxes provided on unamortized investment
tax credits. These amounts will be amortized over the regulatory lives of the related depreciable assets
concurrent with recovery in rates. There was no significant income statement impact related to the
adoption of Statement No. 96. The accounting for and the impact on future net income of these
amounts will depend on the ratemaking treatm~nt authorized in future regulatory proceedings.

During 1992, the Financial Accounting Standards Board ("FASB") issued Statement of Financial
Accounting Standards No. 109, "Accounting for Income Taxes," which will require the Company to
change, by 1993, its accounting for income taxes from that required by Statement No. 96. The impact
on the Company's consolidated financial statements has not been determined.

(C) Pensions and Other Employee Benefit Plans-Ameritech maintains non-contributory
defined pension and death benefit plans covering substantially all of the Company's management and
non-management employees. The pension benefit formula used in the determination of pension cost is
based on the average compensation earned during the five highest consecutive years of the last ten
years of employment for the management plan and a flat dollar amount per year of service for the non­
management plan. The pension (credit) expense is allocated to subsidiaries based upon the percentage
of compensation for the management plan and per employee for the non-management plan. The
Company's funding policy is to contribute annually an amount up to the maximum amount that can be
deducted for federal income tax purposes. The following data provides information on the Company's
expense for the Ameritech plans:

Pension (credit) expense .

Current year (credit) expense as a percent of salaries and wages

21

1991

$(26.2)
=

(3.34)%

1990

$(15.6)
=

(1.97)%

1989

$ 8.1

1.01%



ILLINOIS BELL TELEPHONE COMPANY

~OTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Pension (credit) expense was determined using the projected unit credit actuarial method in
accordance with Statement of Financial Accounting Standards No. 87, "Employers' Accounting for
Pensions". The decline in pension expense over the last two years is primarily attributable to favorable
im'estment performance and the funded status of the plans..

Certain disclosures are required to be made of the components of pension costs and the funded
status of the plans, including the actuarial present value of accumulated plan benefits, accumulated
projected benefit obligation and the fair value of plan assets. Such disclosures are not presented for the
Company because the structure of the Ameritech plans does not permit the plans' data to be readily
disaggregated. As of December 31, 1991, the fair value of plan assets available for plan benefits
exceeded the projected benefit obligation (calculated using a discount rate of 6.3%).

The assets of the Ameritech plans consist primarily of debt and equity securities, fixed income
securities and real estate. The assumed long term rate of return on plan assets used in determining
pension cost for 1991 was 7.25%.

During 1991, the Company offered most of its management employees an early retirement pro­
gram. The net cost of this program, including termination benefits and a settlement gain from the
pension plan, was $1.2.

In addition to providing pension benefits, the Company provides certain health care and group life
insurance benefits for1all eligible active and retired employees. Prior to 1988, health care benefit costs
were expensed as incurred. In 1988, the Company began expensing an actuarially determined amount
of postretirement health care benefits. Contributions are made to a voluntary employee benefit associa­
tion ("VEBA") trust fund. The amount expensed and funded for retiree health care benefits for active
employees during 1991, 1990 and 1989 were $29.3, $34.4 and $14.9, respectively.

Health care benefits paid for retired employees during 1991, 1990 and 1989, net of refunds. were
$54.5, $48.8 and $41.5, respectively. Health care benefits paid for active employees for 1991, 1990 and
1989 were $79.1, $73.8 and $61.7, respectively.

The cost of group life insurance benefits is actuarially determined and recognized as expense over
the employees' active working lives. Group life insurance benefits paid for active and retired employees
during 1991, 1990 and 1989 were $1.6, $2.0 and $1.9, respectively.

As of December 31, 1991. the Company had approximately 16,971 retirees and 20,481 active
employees eligible to receive health care and group life insurance benefits.

In December 1990, the FASB issued Statement of Financial Accounting Standards No. 106,
"Employers' Accounting for Postretirement Benefits Other Than Pensions" ("Statement No. 106").
Statement No. 106 requires the cost of postretirement benefits granted to employees to be accrued and
recognized as expense over the period in which the employee renders service and becomes eligible to
receive the benefits.

The Company is required to adopt Statement No. 106 no later than January 1, 1993. Under
Statement No. 106, the Company may immediately recognize the accumulated transition obligation or
amortize the obligation over a period not to exceed the greater of the average remaining service period
of active employees or 20 years. Management's preliminary estimate of the transition obligation on
January 1, 1993 is approximately $850 before income taxes.

The Company has not yet finalized its plans on when to implement Statement No. 106 nor the
manner in which the transition obligation will be recorded. Except for the manner in which the
transition obligation is recorded. future expense levels for postretirement benefits are not expected to
be materially different from that recorded in 1991.
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As a result of implementing Statement No. 96, the Company as of December 31.
1991 had a regulatory asset of $58.3 million (reflected primarily in Other
Assets and Deferred Charges) related to the cumulative amount of income taxes
on temporary differences previously flowed through to ratepayers. In addition,
on that date, the Company had a regulatory liability of $119.2 million
(reflected primarily in Other Deferred Credits) related to the reduction of
deferred taxes resulting from the decrease in the federal statutory income tax
rate of 34 percent and deferred taxes provided on unamortized investDIent tax
credits. These amounts will be amortized over the regulatory live. of the
related depreciable assets concurrent with recovery in rates. There was no
significant income statement impact related to the adoption of Statement No.
96. The accounting for and the impact on future net income of these amounts
will depend on the ratemaking treatment authorized in future regulatory
proceedings.

During 1992, the Financial Accounting
Financial Accounting Standards No. 109 I

will require the Company to change, by
from that required by Statement No. 96.
statements has not been determined.

Standards Board issued Statement of
"Accounting for Income Taxes," which

1993. its accounting for income taxes
The impact on the Company's financial

C. PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS

AlDeri tech maintains non-contributory defined pension and death benefit plans
covering substantially all of the Company's management and non-management
employees. The pension benefit formula used in the determination of pension
cost is based on the average compensation earned during the five highest
consecutive years of the last ten years of employment for the management plan
and a flat dollar amount per year of service for the non-management plan.
Pension (credit) expense is allocated to subsidiaries based on the percentage
of compensation for the management plan and per employee for the non-management
plan. The Company's funding policy is to contribute annually an amount up to
the maximum amount that can be deducted for federal income tax purposes. The
following data provides information on the Company's expense for the Ameritech
plans:

Pension (credit) expense

Current year expense as a
percentage of salaries
and wages

1991

$ (6.5)

(2.7)'

1990

$ (3.9)

(1.5).

$

1989

4.3

1.71

Pension (credit) expense was determined using the projected unit credit
actuarial method in accordance with Statement of Financial Accounting Standards
No. 87. "Employers' Accounting for Pensions.· The decline in pension expense
over the last two years is primarily attributable to favorable investment
performance and the funded status of the plans.
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Certain disclosures are required to be made of the components of pension coses
and the funded status of the plans, including the actuarial present value of
accumulated plan benefits, accumulated projected benefit obligation and the
fair value of plan assets. Such disclosures are not presented for the Company
because the structure of the Amerieech plans does not permit the plans' data to
be readily disaggregated. As of December 31, 1991, the fair value of the plan
assets available for plan benefits exceeded the projected benefit obligation
(calculated ~sing a discount rate of 6.3').

The assets of the Ameritech plans consist principally of debt and equity
securi ties, fixed income securities and real estate. The assumed long- term
rate of return on plan assets used in determining pension cost for 1991 was
7.25'.

During 1991, the Company offered most of its management employees an early
retirement program. The net cost of this program, inclUding termination
benefits and a settlement gain from the pension plan. was $0.8 million.

In addition to prOViding pension benefits, the Company provides certain health
care and group life insurance benefits for all eligible active and retired
employees. Prior to 1988. health care benefit costs were expensed as incurred.
In 1988, the Company began expensing an actuarially determined amount for
postretirement health care benefits. Contributions are made to a voluntary
employee benefit association (VEBA) trust fund. The amounts expensed and
funded for reeiree health care benefits for active employees during 1991. 1990,
and 1989 were" $8.9, $10.4 and $4.6, respectively.

Health care benefits paid for retired employees during 1991, 1990 and 1989, net
of refunds were $12.6. $9.6 and $7.9, respectively. Health care benefits paid
for active employees for 1991, 1990 and 1989 were $24.1, $22.4 and $19.8,
respectively.

The cost of group life insurance benefits is actuaria11y determined and
recognized as expense over ehe employees' active working lives. Group life
insurance benefits paid for active and retired employees during 1991, 1990 and
1989 were $0.6. $0.6 and $0.7, respectively.

As of December 31, 1991, the Company had apprOXimately 4.790 retirees and 5,779
active employees eligible to receive health care and group life insurance
benefits.

In December 1990. the FASB adopted Statement of Financial Accounting Standards
No. 106. -Employers' Accounting for Postretirement aenefits Other Than
Pensions· (Statement No. 106). Statement No. 106 requires the cost of post­
retirement benefits granted to employees to be accrued and recognized as
expense over the period in which the employee renders service and becomes
eligible to receive benefits.

The Company is required to adopt Statement No. 106 no later than January 1,
1993. Under Statement No. 106, the Company may immediately recognize the
accumulated transition obligation or amortize the obligation over a period not
to exceed the greater of the average remaining service period of active
employees or 20 years. Management's preliminary estimate of the transition
obligation on January 1. 1993 is apprOXimately $225, before income taxes.
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The company has not yet finalized its plans on when to implement Statement No.
106, nor the manner in which the transition obligation will be recorded.
Except for the manner in which the transition obligation is recorded, future
expense levels for postretirement benefits are not expected to be materially
different from that recorded in 1991.

D. DEBT MATURING WITHIN ONE YEAR

Debt maturing within one year (included as debt in the computation of debt
ratios) consists of the following at December 31:

Notes payable
Commercial paper
Parent (Ameritech)

Long-term debt maturing
within one year.

Total . . . . . . .

Weighted
Average

Amounu Interest Rates
lill ll2Q llll lill 1m llll

$ $ 36.0 $ 43.0 . \ 8.02\ 8.97\
43.S 5.07

..-JW. ~ ..l....l
$ 43.6 $ 36.5 $ 44.7- - -

Average notes payable
outstanding during

the year .

Maximum notes payable
at any month end
during the year . .

$ 18.4-
$ 44.5-

$ 9.2 $ 18.0--

$ 36.0 $ 43.0--

6.26'- 8.45\- 9.40\-

During 1991, Ameritech entered into an arrangement with its subsidiaries,
including the Company, for the provision of short- terll financing and cash
management services. Ameritech issues commercial paper and notes and secures
bank loans to fund the working capital requirem.nts of its subsidiaries and
invests short-term, excess funds on their behalf. At December 31, 1991, there
were $43.5 of notes payable to Ameritech. In conn.ction with this arrangement,
the Company recognized interest expense of $0.9 for the year ended December 31,
1991.
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As a result of implementing Statement No. 96, the Company as of
December 31, 1991, had a regulatory asset of $125.1 (reflected
primarily in Other Assets and Deferred Charges) related to the
cumulative amount of income taxes on temporary differences
previously flowed through to ratepayers. In addition, on that date,
the company had a regulatory liability of $266.1 (reflected
primarily in Other Deferred Credits) related to the reduction of
deferred taxes resulting from the decrease in the federal statutory
income tax rate of 34 percent and deferred taxes provided on
unamortized investment tax credits. These amounts will be amortized
over the regulatory lives of the related depreciable assets
concurrent with recovery in rates. There was no significant income
statement impact related to the adoption of Statement No. 96. The
accounting for and the impact on future net income of these amounts
will depend on the ratemaking treatment authorized in future
regulatory proceedings.

During 1992, the Financial Accounting Standards Board ("FASB")
issued Statement of Financial Accounting Standards No. 109,
"Accounting for Income Taxes," which will require the Company to
change, by 1993, its accounting for income taxes from that required
by Statement No. 96. The impact on the Company's financial
statements has not been determined.

(C) PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS

-illl -.ll2Q Jm

$(21.l) SC12.9} !-!-J

Ameritech maintains noncontributory defined pension and death
benefit plans ("the plans") covering SUbstantially all of the
Company's management and nonmanagement employees. The pension
benefit formula used in the determination of pension cost is based
on the average compensation earned during the five highest
consecutive years of the last ten years of employment for the
management plan and a flat dollar amount per year of service for the
nonmanagement plan. Pension (credit) expense is allocated to
subsidiaries based upon the percentage of compensation for the
management plan and per employee for the nonmanagement plan. The
Company's funding policy is to contribute annually an amount up to
the maximum amount that can be deducted for federal income tax
purposes. The following data provides information on the Company's
expense for the Amerltech plans:

Pension (credit) expense

Current year (credit) expense as
percent of salaries and wages

Pension expense (credit) was determined using the projected unit
credit actuarial method in accordance with Statement of Financial
Accounting Standards No. 87, "Employers' Accounting for Pensions."
The decline in pension expense over the last two years is primarily
attributable to favorable investment performance.
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Certain disclosures are required to be made of the components of
pension costs and the funded status of the plans, including the
actuarial present value of accumulated plan benefits, accumulated
projected benefit obligation and the fair value of plan assets.
Such disclosures are not presented for the Company because the
structure of the Ameritech plans does not permit the plans' data to
be readily disaggregated. As of December 31, 1991, the fair value
of plan asseti available for plan benefits exceeded the projected
benefit obligation (calculated using a discount rate of 6.3t).

The assets of the Ameritech plans consist principally of debt and
equity securities, fixed income securities and real estate. The
assumed long-term rate of return on plan assets used in determining
pension cost for 1991 was 7.25t.

During 1991, the Company offered most of its management employees an
early retirement program. The net cost of this program, including
termination benefits and a settlement gain from the pension plan,
was $.7.

In addition to providing pension benefits, the Company provides
certain health care and group life insurance benefits for all
eligible active and retired employees. Prior to 1988, health care
benefit costs were expensed as incurred. In 1988, the Company began
expensing an actuaria11y determined amount for postretirement health
care benefits for active employees. Contributions are made to a
voluntary employee benefHs association ("VEBA") trust fund. The
amounts expensed and funded for retiree health care benefits for
active employees during 1991, 1990 and 1989 were $22.6, $27.4 and
$12.4, respectively.

Health care benefits paid for retired employees during 1991, 1990
and 1989, net of refunds were $31.7, $28.8 and $25.0, respectively.
Health care benefits paid for active employees for 1991, 1990 and
1989 were $54.2, $54.3 and $50.4, respectively.

The cost of group life insurance benefits is actuarial1y determined
and recognized as expense over the employees' active working lives.
Group life insurance benefits paid for active and retired employees
during 1991, 1990 and 1989 were $1.0, $1.3 and $1.6 respectively.

As of December 31, 1991, the Company had approximately 13,300
retirees and 15,800 active employees eligible to receive health care
and group life insurance benefits.


